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REF: TRSY P091540Z IAN 74 

1. SUBJECT LOAN APPROVED BY BOARD OF DIRECTORS JAN 10. PRESS 
RELEASE WILL BE POUCHED. 

2. POINT RAISED REFTEL REGARDING BANK PROCEDURES IN LIGHT OF 
COST OVERRUNS VERY APPROPRIATE AND DEFINITELY REQUIRES BANK 
ATTENTION. AS GENERAL PRACTICE BANK'S 

COST ESTIMATES FOR PROJECT BASED ON RESULTS OF 
FEASIBILITY STUDY AND PRELIMINARY DESIGN. PROJECT 
ITSELF PROVIDES FOR DETAILED ENGINEERING DESIGN AS WELL AS 
IMPLEMENTATION OF PROJECT BASED ON RESULTS OF 
SUCH DESIGN WORK. HENCE, WHEN PROJECT BROUGHT TO BOARD 
FOR APPROVAL ESTIMATES OF TOTAL COST OF PROJECT 
BASED ON FEASIBILITY STUDY-PRELIMINARY DESIGN AND NOT 
ON DETAILED ENGINEERING DESIGN WORK. LATTER BEING IN- 
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3. IN LIGHT OF ABOVE, MAY INDEED BE MERIT IN REQUESTING 

BANK TO CONSIDER EITHER (A) TWO STAGE FINANCING ARRANGEMENT 
IN WHICH DETAILED DESIGN WORK CONDUCTED IN PHASE 
ONE AND PROJECT IMPLEMENTATION BASED ON DETAILED DESIGN 
EXECUTED IN PHASE TWO, OR (B) RETROACTIVE FINANCING BY 
BANK OF DETAILED DESIGN WORK IF BANK DECIDES TO FINANCE 
COST OF PROJECT, ESTIMATES OF WHICH BASED ON DETAILED 
DESIGN FINANCED BY EITHER LOCAL GOVT OR OTHER NON BANK 
INSTITUTION. IN EITHER CASE COST ESTIMATES SHOULD BE FAR 
MORE ACCURATE. WITH RESPECT TO (A) MAY BE DISADVANTAGES 
IN PROCEDURE IN THAT EXTENT OF BANK COMMITMENT UNCERTAIN 
AT POINT WHERE BANK AGREES TO FINANCE DETAILED ENGINEERING 
DESIGN AND USE RESULTS OF THAT EFFORT FOR COST OF TOTAL 
PROJECT. WITH REGARD TO (B) ABOVE MAY BE SOME DIFFICULTY 
IN RETROACTIVELY FINANCING COMPLETED DETAILED DESIGN WORK 
UNLESS BANK WERE ASSURED THAT CONSULTANTS HAD BREN 
SELECTED IN ACCORDANCE WITH BANK GUIDELINES, ETC. FYI: 
TWO-PHASED APPROACH DESCRIBED IN ( A) ABOVE EMPLOYED IN 
PROPOSED TECHNICAL ASSISTANCE TO KOREA FOR ROAD IMPROVEMENT 
PROJECT (ADB DOC R5-74 POUCHED JAN 14). SEPTEL 
SUMMARIZING PROPOSAL FOLLOWS. END FYI. 

4. UNDOUBTEDLY OTHER VARIATIONS TO ABOVE TWO ARRANGEMENTS 
WHICH WOULD ALLOW BANK MORE ACCURATE ESTIMATE OF PROJECT 
COSTS. NONETHELESS ATTENTION SHOULD BE FOCUSED ON THIS 
ISSUE IF CONSIDERABLE NUMBER OF COST OVERRUNS FOR HIGHWAY 
PROJECTS ARE TO BE AVOIDED OR MINIMIZED IN THE FUTURE. 

5. WILL ATTEMPT TO RESPOND TO QUESTION ON SHARE OF 
"TIME SAVINGS" AS PERCENT OF TOTAL BENEFITS IN SEPTEL. 

SULLIVAN 
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